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E X E C U. T I, VJs. SESSION 

SPECIAL INTERVIEW TO INVESTIGATE 
FEDERAL HOUSING ADMINISTRATION 

, Room F-5 9s 

United States Capitol, 

Washington, D. C., 

Friday, June 18, 195^. 

* 

The hearing reconvened, pursuant to recess, at 2:00 
o* clock p.ra., In Room F- 59 , United States Capitol. 

PRESENT: Senators Capehart and Bennett ; Mr. Wllllm 

Simon, General Counsel, Senate Banking and Currency Committee. 
ALSO PRESENT: 

Mr. Fred C. Trump, 8931 - 161st Street, Jamaica, New 

fork. 

Mr. Matthew J. Tostl, 8931 - X 6 lat Street, Jamaica,. 

New York. 

Mr. Orrin G. Judd, 655 Madison Avenue , New York, New 
York, appearing for Mr. Fred C . Trump and Mr, Matthew J, Tostl 
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Mr. Judd. It I can interject here, there are several 
corporations which form the Beach Haven Unit. 


Mr. Simon . How many separate corporations? 
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Mr. Trump. No, 99-year leasehold. 

Mr. S traon • Who 01 ms the real estate? 

Mr. Trump. A trust, of which the Bank of Manhattan 
Company, 40 Wall Street, New fork City, is — 

Mr . Tostl • One of the • trustees . 

Mr. Simon. Who are the beneficiaries of the trust? 

Mr. Trump. T he trust created by me for my children. 

Mr. Simon. Mien did you acquire the land? 

Mr. Trump. Before the termination of World War II. 

I believe 1944 or 1945, the early part. 

Mr. Simon. What did you pay for the lend? 

Mr. Trump. I don't know. 

Mr, s lmon , What la your best estimate? 

Mr. Trump. I don't know. We bought It in 1944. I turned 
it over to the children, I believe. In — 

r » 

Mr. Tostl. 1949. 

Mr, Trump# 1948 or 1949. 

Mr. Judd. Weren't there several purchases? 

Mr. Trump. Yes. 

Mr. Judd. The major part was bought in 1944, 1945, and 

♦* • » 

the balance up to about 194?? 

1 Mr. Trump. Something like that. We had some bad title, 
underwater title or creeks or something Ilk© that. It took 

<s 

several year® to clean up the title. 

Mr. Judd. These facts aren't on the book® of the 
corporation , We have had on ouch of a job assembling fact® 
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Mr. Simon. Bo you know take they It was more or leas than 
f million dollars ? 

Mr> Tramp* I don 5 t have the figures, 1 woulto c t know, 

* 

Mr. Simon. Would you toe willing to give us a copy of the 


[ * " » 1 


figures on whioh the land value was adjusted toy the Bureau of 


PP 


1*3 


We would be happy to have that, too# tout 
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would like to know what you paid for It and what It waa 
valued for at the time of the gift. 

Mr. Judd. Can X give you this table of assessed value* 

sow? 

* , 

Mr. Simon. When did you file the application for the 
F.H.A. commitment? 

Mr. Trump. Probably in April or May, 19^9 » 

Mr. Simon. What was the basis on which F.H.A. appraised 
the land, or what was the F.H.A. appraisal of the land? 

Mr. Trump. The basis? I don’t know exactly what you mean 
Their committee ~« 

Mr. Simon. X take it in the course of your negotiations 
with F .H .A » the owners of the land gave the® an option to 
purchase at an appraised figure? 

Mr. Trump. I don't know. 

Mr. Toatl * He means what Is the recapture. 

Mr. Trump. Ho, F.H.A. have their own carnal ttee who 
appraises the land and whatever they appraise It for, that Is 
the figure . 

Mr, Sisson. That Is what I am trying to find out. What 
la that figure? 

Mr, Trump. X think it la $ 1.13 per square foot. 

Mr. Simon. What la the total value F.H.A. put oo the 
land? 


Mr. Trump . 


That I den 5 t know . 


£89 


ph8 

Hr. Judd. I can tell you about that. The P.H.A. la 
Its commitments showed the square foot area and the square 
foot value on each parcel and from that we could ocapute 
a total. 

I 

Hr. Trump. What Is the ground rent, Mr. Judd? Is that In 
the figures? 

Mr. Judd. Tlie ground rest la somewhere In here* 

Mr . Trump . Roughly, I would say it is 160, 000 a year . 

It might he three or four thousand, mors or less . 

Hr. Simon* Xsn ? t the ground rent four per cent of the 
F.H.A. appraised value of the land? 

Mr. Trump. I think it Is based on four per cent, ye*. 

Mr. Simon. 60,000 would mean — - 

Mr. Trump. Roughly 60,000. in other words that would 
he four per cent of 60,000, is roughly one million and a 
half. 

Mr. Tosti. That Is right. 

Mr. Simon . Who built the building that Is on this land? 
Mr. Trump . Beach Haven Apartments , 1 to 6. 

Mr* Simon. Was there & contractor? 

Mr. Trump. No. 

Mr, Simon. The corporation was its own contractor? 

Mr. Trump. That is right , yes « 

Mr. Simon. What amount of money did the corporation expend 

for construction of the building? 

Mr, Trump . Vo have that. Wa thought you might ask for it 
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Mr. Tostl • That much is included in the first item 
for the actual paid -outs • 

Mr. Simon. So the $3,216,000 figure is the amount of 

money which the Beach Haven Apartment®, Ho. 1, Inc., actually 

paid for the construction of the building? 

* 

Mr. Toatl. That is right. 

Mr. Judd. That is physical construct Ion without 
these other elements of cost. 

Mr. Simon. $188,770 at the bottom is the architect's 
fee allowed by F.H.A., but that you didn't ever pay anybody? 

Mr. Tostl . That is correct. 

Mr. Simon. I talc® it the $199,781 builder's fee la aonethlng 
you didn't ever pay anybody? 

Mr. Tostl. That is right. 

Mr. Simon. In this case, Mr. Trump, you did not put 
the real ©state into the corporation and the building was 
built on a leasehold? 

Mr. Trump. That is right. 

Mr. Simon. Is the reason that you were aMe to build 
the building for a lower cash outlay than the amount of the 
mortgage because you were allowed five per cent for architect's 
fees and five per cent for builder's fees and didn't have to 
pay but five -eighths of one per cent of that? 

Mr Trump. No, I wouldn't say that. 

Senator Bennett . Because obviously on the face of this 
after the builder's fee and the balance of the architect 5 * fee 


la included, the total la leas by 124,000 than the net 
amount of the mortgage. 

Mr. Simon. What I was trying to inquire. Senator, la 
the original application that they filed with P.H.A. had to 

, * _ , _i 4 . _ _ ^ (*-* - k _ 


ce 


co 


trying to find out how they could end up with the actual coat 

less t 


You see, the actual cost of construction la $3*216,000, and 
or t gage was $4,140,000, so there 1® an 800 or 900 thousand 


®:«] 


[ami 


cl 




[mi*' 



1 e 


instil 


an d o oneequently the building loan was advanced faster and 
had more interest to pay and more taxes * 

Mr. Trump* X would say the big reason for the differenc 
la the' fast that these contracts were given out during a 


and we got some ridiculously low figures for a very short time 
To explain that, our lumber from the West Coast mat be 


have a number on© stamp. We bought at $69 a thousand, six 


lumber yards, each on© sold us two and a quarter million 
feet. We signed a contract for lumber probably in September 


[*> 
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If we had Insisted on his $69 a thousand contract for hla two 

and a quarter million feet* 

We voluntarily upped him six months later to $95 a 

thousand, hut the first fellow delivered his two and a quarter 

« 

million feet and he supplied the h&lanae of this third fellow' 

t 

contract who went broke, at the current market price, which 


was $110, and I believe in my opinion 


builder, I 


don't know much 


about F.H.A. forms, but I believe that was the 

to favorable puroh 


ow 


i V % 4 ? 


The 


or 


. do 


elevator apartment costs more money than a two -story. They 


at 




building, everything is wood floor beams. We must put elevators 
in there. We put Incinerators in the hall. You walk in the 








t 


phl5 


296 


don’t mean anything to you “-but we bought 31 elevators • This 
patftlcul&r Beach Haven 3ob has 31 elevators at $7750 an 
elevator. Even a layman would understand that is low. Today 
they are $10,300. At that time, just a month before they 
were $9,000, 

Senator Bennett, Do you think F «B .A , calculated your 
costs by calculating of standard price per apartment and 


mm 


1 -•! 


Ju 


have pictures here to prove that, Probably 


11 tell you the same thing 


nett . I think 
upstairs , 


while this thing la broken 


I would like to have you look at these pictures 
Senator, It will look like a creditable job. 


Mr, Trump, That is Coney Island Hospital, Coney Island 
tal Is here. That is the hospital and that is the hospital 


I .i 


al 




19^9, by a recognised 




months latex*. The project is entirely complete — practically 
with this section occupies . That out down our taxes » cm? 

gag©, $16,000,000 in a year* 

It Is a terrific construction, 
ett . It Is quite a place all right* 

This is one of the finest Jots In Hew fork* 

th 
upat 


the Senator was shout to leare and w« showed him two photo 

* 

w- ^ <&» * ^ ^ Wt W ^ ... 1L. ^ < l| . 
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Mr. Judd. I am not sure what you mean by "actual ooat 
of construction." 

Hr. Simon. Physical construction expense you term It 


here 


Mr. Judd* You mean excluding builder*® fee, architect’s 


fee, taxes, interest, F.H«A. fees, and legal fees? 


teat’s fees that were paid, but I 


talking about actual 


money. 

Mr. Trump. Interest and construct lew you want to Include 




Is right? 


Ider. if you mean did we treat It on our income tax 


Mr. Simon. Yes 


Mr. Judd, Or claim It 
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That money should he allocated toward cost of construction! 
whether the government allows you to do another thing, hut 




i.e 


oul 


xce 


id© r 


operating expense in your own Income tax return, didn’t yon? 

Mr. Judd. Would you he willing to say you claimed them as a 
deduction from Income In your return? 

Mr. Trump. It was probably our prerogative to do that. 


th 


ctu 


f c 




erest o 


oonsld 
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seeds . 
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t chiut is ouppo^c/u to with p^rfeicuiu^ wttpcot 









Mr. Judd. Wte haven’t tried to audit the figure* In this 
F.H.A. release. Some of them appear to he erroneous to 
U8j whether the partleute? one you are referring to or Where 
the particular one you referred to is reported as cost of 

project oame from* I can’t say. 

* 

Mr. Simon. I take It at start of construct lorn you loaned 




Oh. no. More than that. The capital la about 


is that exactly right? 

I don’t know if It Is exactly right, but 


ul 


tl 


SM $ ! 




if 41 




Th© equity In the company was $249,000, li 












Senator Capehart . Don’t you am that Prince Lake 


er 


tor C 


ooki 


Mr. Toatl • I don’t know. We would have to get that from 
e accountant. I really don’t recall. 

Mr, Trump. I don’t believe 1 did receive interest cut 


Mr, Simon. Have either of these six corporations paid any 


ny 


t a 


ere 


rlbution since t 


een 





er 


ns 


nr. Simon* Have any of the corporations loaned any 


money to anybody? 


r* Trump. Loaned to anybody? 


Mr, Simon. Tea, air 


Mr. Trwmo. Yrr . T think we raffle* « 1 A»n ...... 
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Mr. Tosti 


a few loans. Do you mean loans to 


the stockholders or loan© on security investments of one type 
or another? 

Mr. Simon. Loans to anybody. 

Mr. Tosti. Yes. There have been loans. 

Mr. Simon* What are the loans? 

Mr. Tosti. There la a mortgage loan I know they get on 
one of the hooks . I don' t know what It is . I think maybe 
two or three hundred thousand dollars,, which Is a e cured fey 
a mortgage. It pays them a regular Interest. 

Mr. Simon. What other loans have been made? 

Mr. Trump. That Is about all. 


Mr. Tosti. That Is about all the loans. They 
two buildings. 

Mr. Simon. What are they? 


Mr- Tosti. They bought Green Park, Essex and Lincoln 


Mr. Simon. What did they pay for those? 


Mr. Tosti. I would say 


*#t Ml 


Mr, Trump. They bought the stock and I would say that 


was a hundred thousand each building 




Mr. Simon. Ono hundred thousand dollars in each building ? 
Mr. Trump. A® an Investment, yes. 

Mr. Tosti. Right. 

Mr. Simon. Other than operating expenses, have either 
of the six corporations paid any non 07 to anybody, loaned my 
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y to anybody, made any other investment a ? 

Mr, Trump, Yea, Occasionally I borrow money for short 




90 


or so, on a not© with interest, and I pay 


aok. 

Mr. Simon, What rate of Interest? 

Mr. Trump. 1 believe four per cent, 

Mr, Tostl. 2 believe one note was three and three 


of borrowing it from the Esnk of Manhattan, and he borrows from 
them and gives them the not®. It will be a short -tern, 60- 


ir 


a now th 


Mr. Simon. Roughly speaking, I don’t mean exact dollars 
but about how much cash does this company now have? 


anias 


Mr* Simon 


and a 


Mr, Ta?t$m£a All In the company, plus Investments in 

#• 

» 

two buildings, etc, 

» 

Mr. Simon, The investments are a mortgage of two to three 
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Senator Capehart. Let me say this: We did not put this 

out, and we did not know about It until we read It In the 


paper 


Mr, Judd 


glad to know that. Senator. I think this 


came from another part of the Federal Government, probably. It 
may be the papers misinterpreted it. 

Senator Capehart . We did not put It out. We knew nothing 
about it until we read It in the paper. We will not put out 
any figures or use any names until we have had an opportunity 







that Is a very had thing. 

Senator capebart . Did the mortgaging out amount to four 
million dollars? 

Mr, Simon. Approximately, 

Mr. Trump, Mortgaging out Isn't the right term. 

Senator Capehart . I know,, but you did have about four 
million dollars more? 

Mr. Trump, We received two million in rents prior to the 
1 8-month period that P.H.A. allows us, 

Mr. Judd, I think it is how It is described in bookkeep- 
ing. It is quite a complicated question. 

Senator Capehart. Where did the figure four million 
that appeared in the paper come from? . 

Mr, Toati. They probably found our cash balances, 

Mr, Simon, The P.H.A. release is four million dollars, 

Mr. Judd. That came from the difference between the 
P.H.A. reported construction cost, the P.H.A, release, and the 
amounts of the loan. 

Mr. Toeti. That is right. 

Mr, Judd, We say in addition to the construction cost 
we had to pay carrying charges during construction, legal fees 
that we were entitled to under P.H.A, regulations to be cre- 
dited with} specific amounts for our architects ' fees here. 

Senator Capehart. Is that the figures here? 


Mr, Judd. Yea 
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Senator Capehart . In other words, the construction coat 
was three million two? 

Mr. Toati. That is right. 

Senator Capehart. Then you had another $800,000 worth of 
costs? 

Mr. Judd, That is right. 

Mr. Tostl, This figure would be the figure you would read 
normally on an income tax statement, but we paid F.H.A, this 
out in cash, we paid real estate taxes for 18 months, interest 
for 18 months; we paid these items for insurance and carrying 
charges, and items in the building, so these figures should be 
added. This was paid out, legal fees, taxes, recording; these 
two items were not paid out. These are the allowables for 
F.H.A. 

Mr. Trump. According to their regulations. 

Mr, Simon. The $188,000 architects' fees is the differ- 
ence between what they actually paid — they included in this 
three million figure what fees they actually paid and take 
credit down here. 

Senator Capehart. Did F.H.A, allow you five percent? 

Mr, Trump. That is the regulation, take five percent 
builders' fees, 

Mr, Judd, That Is the figure which appeared on the pro- 
ject analysis which was prepared by F.H.A. and signed by their 

appra leer. 


Senator Gape hart . This doesn't account for four million 
dollars, 

Mr. Simon. That is just one of them. There are six of 

them. 

Mr, Tosti. They only used this figure. 

Senator Capehart . I see. 

i 

Mr. Trump. You will have to say we received two million 
in rents. Would that have a bearing on it? 

Mr. Simon. I don't think so. If you take the difference 
between what they actually paid for the construction of the 
building and subtract from that the amount of the mortgage, you 
end up with pretty close to four million dollars. 

Senator Capehart, I see. 

Mr, Simon. One of the problems. Senator, is that on their 
own books they took these taxes and interest as operating ex- 
penses for the first year of operation, and did not on their 
tax returns include that as cost of the building, so F.H.A. 
did not include them because they did not, and these two items 
were never paid by anybody, and then they got a $55000 premium 
on the mortgage, which, of course, F.H.A. would use to reduce 
the cost of the financing. 

Senator Capehart, I see. 

You considered the F.H.A. fees, real estate taxes, and 
Interest on the building, and the insurance, and you included 
that as expenses? 
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Mr. Tost I, We had rent income. 

Senator Capehart. During the period? 

Mr, Trump. Yes, during the original 1 8-month period set 
aside by P.H.A. for construction of the project. 

Mr, Tosti. Senator, what could have happened would be 
that these buildings could have been completely unoccupied for 
18 months. This would have been your pioture, except that all 

of this stuff would have been thrown back into this as addi- 

» 

tional construction, and under those circumstances it would 
have been capitalized. 

We, in our return, which I think we are permitted to do, 
and Is the proper accounting procedure, when we had rent income 
we offset Interest and taxes. 

Senator Capehart, Has the internal Revenue department 
questioned whether this is a taxable item? 

Mr. Tosti. Not at all. 

Senator Capehart, Or should have been capitalized? 

Mr. Tosti, This is capitalized, but separately. It is 
not a depreciable capitalization. This is a write-off that 
you do over a period of 33 years, but it is not a depreciating 
item like this one is. The accountants set that up separately. 

Mr. Simon, They have all done this for income tax pur- 
poses, They have treated taxes during the year of construction 
and interest during construction as an operating expense, which 
is a desirable thing, toxwise, and permitted, but then when th@r 
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do that It makes their mortgaging out that much higher, so for 
one purpose they want to put it on one side and the other pur- 
pose on the other side. 

Mr. Judd. The reason I might say, Mr. Simon, mortgaging 
out Is not a crime. 

Mr. Simon. Oh, no. 

Mr. Judd. It wasn’t even considered something that should 
be a subject of criticism until Just recently when there has 
been a lot of publicity about it, and taxes are something real 
and It had to be paid, and which I think there was a duty on 
them to do. 

Senator Capehart . You have three such as this? 

Mr, Tost I. Six, There were six sections of Beach Haven. 

Senator Capehart, Six similar to this? 

Mr. Tostl. Yes, except they are not all as large. 

Senator Capehart. Did you have the same division on all 
six such as this? 

Mr. Tostl. Yes. 

Mr, Trump, Here are two aerial photos, Senator, One was 
taken when the Job started. This is to date the photo. This 
is Coney Island Hospital, an old hospital. This is the com- 

i 

pleted project. There Is the hospital again. We completed 
that entire project. 

Senator Capehart. How many units? 

Mr, Trump, 1861 units, 31 elevators, finest construct ion. 
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100 percent rented; every week we get an offer to sell at much 
more than the mortgages. 

Look at the dates on the back of this. This was taken — 
to show efficiency in operation, that was taken in 1949; I 
think the date is right here, October 2, 1949. Here is a com- 
pleted project, which is already occupied, the first section, 
which is 25 percent — see the sidewalks and shrubbery are in 
there. Eleven months later the entire project was built — 
eleven months later, and we got — F,H,A. allowed us 18 months 
in which to complete the project, and some builders cannot do 
that in two years, but we drew two million dollars in rent 
during that 18-raonth period. 

Senator Capehart » 1 do not see any land costs in there, 

Mr. Simon. The land didn't go in. It is one of those 
leaseholds. 

Mr. Tostl. Senator, you might be interested in these 
figures that I have got down here. As of today, we have re- 
duced our mortgages by $ 800 , 000 . 

Senator Capehart, In payments? 

Mr. Tosti, In payments. 

I might point out that we prepaid principal a year In 
advance in order to cut down the interest charges. We have 
paid the P.H.A, $211,000 in fees. That is their insurance fee 
and they never had to do five cents worth of work, except to 
wait for our reports to come in to them annually. 
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Senator Capehart. That Is the fees they charge? 

Mr. Tost I. P.H.A. Insurance premiums. 

r* 

Senator Gapehart . That they charge everyone? 

Mr, Tost I. That Is right. 

In addition, we may have on deposit In cash a replacement 
reserve fund of $200,000, which is in Government securities 
held by the mortgagee, no portion of which has ever been tapped 
we have never asked for a dime out of it to replace anything 
in these buildings. 

That is the picture, and the buildings are 100 percent 
rented . 

Senator Capehart . What did the land cost? 

Mr, Simon. He says he doesn't know, 

Mr. Trump, I don't have the land cost. We bought that In 
19^4, and we bought another parcel a year or two later, and we 
had some — 

Senator Capehart, What did you put the land In for? 

Mr. Trump, Whatever the P.H.A. — 

Senator nape art. What Is the rental on the land? 

Mr, Trump. Sixty thousand a year. 

Senator Capehart , You do not know how much the P.H.A. 
appraised It at? 

Mr. Trump, They capitalize at 4 percent, which is an 
unfair capitalization. 

Senator Capehart. Do you own any more land around here? 
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Mr. Tosti. Yes. We still have a little bit left over. 

Senator Capehart . Approximately what dd you pay for the 

land? 

Mr. Trump. I don‘t have the figures. Senator, It was 
three or four assemblages in 1944 and 1945, We had legal 
trouble. Land was under water, the bed of Coney island Creek, 
and there was a lot of things, but I will say this: It Is 

assessed today by the city under the equalization rate at 
one million seven, and for tax purposes at $1,350,000, In 
other words, they assess at 80 percent, so we pay taxes on 
$ 1 , 300 , 000 . 

Senator Capehart. Do you think you paid as much as a 
couple of hundred thousand dollars for it, or more? 

Mr. Trump. Yes. We paid more than that. But the assessed 
value, I believe, is more today that we pay taxes to the city. 

Senator Capehart. Do they allow you four percent on the 
appraised value of the land: is that right? 

Mr. Trump, Yes, 

Senator Capehart. You have a 99-year lease? 

Mr. Trump. It is a 99-year renewal. 

Senator Capehart. Did this project cost more than five 
million? 

Mr. Tosti. Sixteen million. 

Senator Capehart. The whole project? 

Mr, Tosti. Sixteen million dollars, the whole project. 
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Mr. Judd. The photograph includes all six units-. 

Mr, Trump. That is 1,860 families. 

Senator Capehart. Is this so arranged that you can divide 

I 

it up into three parts and dispose of it? 

Mr. Tosti. Six parts. 

Mr. Trump. There are streets between each section. Each 
section is divided off by a street. 

Mr, Judd. Senator, I think if you will let me say one 
thing more, there are a couple of factors that seem to me 
interesting here. I was solicitor general of New York State 
at one time, and I passed on contracts for construction of pub- 
lic housing. It cost an average of $13,000 a dwelling unit to 
put up public housing, Mr, Trump borrowed money on the basis 
of $8,100 a dwelling unit, and wound up with some money left 
over, so he did an efficient job in creating good housing. 

If you take the dwelling units and divide the F.H.A, appraisal 
of the land — 

Senator Capehart, Let me ask you this: We have had a 

number of people testify to that effect. Why is It when you 
private builders go to build this public housing, why do you 
charge so damned much? 

Mr. Trump. We don't build for the Government, 

Senator Capehart. When he does why doe© he charge so much? 
Mr, Trump, The fellow who does build them, he couldn't 

build them for ten percent over $8,100 a unit. It is a dif- 
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ferent type of unit. 

Senator* Capehart . We have had a number* of people use 
the cost of their* units in comparison with public housing. 

My question is why cannot the private builders build for the 
Government as cheaply as they can build for themselves? 

Mr. Tostl. Fred, tell about your difficulty in trying to 
get competitive building contractors on this Job, and how you 
have to work it out? 

Mr. Judd. On® factor. Senator, I think is the conflict 
that exists between the contractor and the Government 
■inspector. I know in the State we always ran into cries for 
extra work because of that friction. Where the builder is his 
own supervisor and wants to show be has a good building on 
which he can make money, you save some of that. 

Senator capehart. Have you ever had any 2 07 or 21? pro- 
jects? 

Mr. Trump, 207, I own Luna Park in Coney Island, 

Senator Capehart. Is that a 207? 

Mr, Trump, That is supposed to be a 207, 

► 

Senator Capehart, That is an 80 percent, isn't it? 

Mr, Trump. Yes. I understand rental housing is killed 

* 

as per the new bill, with your cost certification! If I have 
to certify that my cost Is the same as one of these public 
housing builders' coats, or a builder with no credit, which put 
one million nine Into this Job in money one million nine — 



before we drew a nickel from the F.H.A. 

Senator Capehart , 207 has been In the bill for many, many 

years » 

Mr. Trump. Nobody used it. 

Senator Capehart. There haa been quite a lot. 

Mr, Trump. In the New York area there was nothing. There 
was 608. 

Senator Capehart. 207 was the same as 608 except you got 
80 instead of 90 j and it was value , or what was it — 

Mr. Tosti. Replacement value or current cost? 

Mr. Trump, Replacement rather than current cost. 

* t f • 

Senator Capehart, You never built under 207? 

Mr. Trump. No. 

Senator Capehart. Why won 't 207 work? 

Mr. Trump. Now, you are talking cost certification. 

Senator Capehart. No, 207 doesn't require that. 

Mr. Trump. It Is at' 80 percent, and you must certify that 
your costs of construction — - 

Senator Capehart, Not in the bill as it Is today, but in 
the existing bill there was no cost certification. It was 
Title 207, 80 peroent guaranteed mortgage, and the basis for 
the mortgage was to be on value — . I think I am right on that 
— rather than replacement cost. 

< 

Mr, Trump. Yes. 

Senator Capehart. Why won't that work? 
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Mr. Trump. That would work. It was Just coming into Its 
own, Senator. The two thousand a room was not quite enough. At 
the present time the market is getting — the rental market is 
a little tough, and they want a little more than they had five 
years ago. We contemplated putting two bath rooms In some of 

I 

the larger apartments. You cannot do that under the mortgage 
limitation that we have. 

Mr. Simon. If I understand these figures correctly, they 
are approximately $1,500,000 on the six buildings of builders’ 
fees and architects 5 fees that were not paid? 

Mr, Tosti. Approximately, yes. 

Mr, Simon, But including the architects 5 fee and the 
builders 5 fee at the five percent amount, which they allowed, 
and thereby Including roughly one million and a half, that 
wasn't even paid out, you still come out with total costs of 
$1,200,000 less than the mortgage} is that right? 

Mr. Tosti. I would say approximately, yes. If you don’t 
throw those figures out as being not paid. 

Mr, Simon. No, including In your figures the million and 
a half which you did not pay out, not throwing them out but 
leaving them in, you have a reoeipt of $1,200,000 for all the 
costs . 

Mr. Tosti. No, our figures come out at $578,000. 

Mr. Simon, Taking the figure you call difference, plus 


your mortgage premium? 


Mr. Tosti. Not the premium. You can 't count the pre- 
mium. 

Mr. Simon. Why not? 

Mr. Tosti. The premium has nothing to do with construction 
at all. 

Mr. Simon, I know, hut you include in there your P.H.A, 

fees. 

Mr, Tosti. Yes. 

Mr. Simon. Isn’t the only reason you got a premium was 
■because it is a Government-guaranteed mortgage? 

Mr. Tosti, No, not necessarily, 

Mr, Trump. You paid a point Jh Florida, one point, and 
we got four and a quarter points, 

Mr. Simon, Everybody in New York got four and a quarter, 

Mr. Trump. I don't think so. 

Mr, Simon. Not all, but a great many did. 

Mr. Trump. This job got more mortgage premium than any 
other because due to its excellent location, due to its all- 
time long-term investment. We got more premium than most other 
builders ♦ 

Mr. Simon. Don't you think the premium resulted from the 
fact it was a Government -guaranteed mortgage? 

Mr, Trump. Partly. I can show you plenty of Government- 
guaranteed mortgages that pay a point and a half. 

Mr. Simon. Can you show me any non-Government mortgages 
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of four percent 


*4 


Mr, Trump. , Premium, no. 

Mr, Simon. That pay premiums? 

Mr. Simon, No, no non-Government , 

Mr. Tostl. On small houses I can show you — 

Mr, Simon, No, this type. 

•g- 

Mr, Tostl, On small housing they were paying four percent 
for non~ Government loans, regular straight conventional loans* 
Mr, Simon. I am talking about 15 million hollar loans, 

Mr. Tostl. Look, they were either paying It on all loans 


or not paying It on any loans. Whether It was Government 


(39 


Insured conventional, or anything else, that Is what they were 
paying, 

Mr, Judd. I think we are all talking a little bit on 
speculation. It is the sort of question you would have to ask 
of a mortgage broker In order to get a conclusive answer. 

Mr. Simon, What I was leading toward, and I do not have 
any doubt In my mind that the premium should be applied against 
the p,H,A, cost, because you got a premium because you did pay 
the F.H.A. cost. 


Mr, Judd. That is a matter of argument, isn't it? 

Mr, Simon, That is true, 

Mr, Trump. F.H.A, gave us the commitment. There was no 
premium when they gave the commitment. The premium only 
developed during the progress of the job. 
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MS'. Simon. Except it developed from almost everybody up 
there. 

Mr. Trump. This one section — 

Mr. Tosti. Walt a minute. It just didn't develop. That 

is not so. As a matter of fact, two of these projects only 

* 

carried a 2 percent premium, and the other projects through 
manipulation brought a four, and we were able to go back through 
our own astuteness and get more, on the two we originally sold 
at two, which has nothing to do with the F.H.A, at all, 

Mr. Trump, We started out at a two percent premium, 

Mr, Simon. What I would like to know is, the F.H.A. 
commitment could not have been for more than 90 percent of the 
estimated cost of the building, and including the fees, archi- 
tects ’ fees and builders 8 fees which you didn't pay In the 
order of one million and a half dollars, the cost of construc- 
tion was still substantially less than the mortgage, 

Mr, Trump. Yes. 

Mr, Simon, Part of that you said was the result of buying 
things at a low price. 

Mr, Trump. Very low, during the four~month recession 
Just prior to Korea. 

Mr. Simon. What other reasons were there? 

Mr, Trump, Part of it was due to our efficiency as shown 
by these aerial photos taken at the time where we built 16 
million dollars worth of housing for 1,360 families, in leas 
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than 11 months. We had them occupied In less than 11 months. 

Mr. Judd. Is it fair to say, Mr. Trump, that In computing 
costs for the average building, the estimators would allow for 

f 

a longer period of construction than you took — 

Mr, Trump. Eighteen months. 

Mr. Judd, And even the physical construction costs more 
If it Is spread out over a period of 18 months than If you can 
accomplish it In a reasonable period ? 

Mr. Trump, certainly, you have the same advantage, 

Mr, Tostl. Credit, the time you made your contract, all 
of those things would greatly affect a cost estimate, I mean 

r 

a man who ie building, who orders 2,000 bath tubs, is probably 
going to get a better price than the man who buys 200 bath tubs 
because they can deliver in carload lots to the Job. Those 
things are elementary. 

Senator Capehart . Dldn ' t the P.H.A. appraiser, of course, 
know that in advance because It was an 8, 100 project or 6 08 
project? 

Mr, Trump. No, actually the P.H.A, costs they figured 
had no hearing because the 8100 criterion Is what carried It, 

They might have figured higher. Maybe that five percent build- 
ers ' fee, and five percent architect, brought the construction 
coat so high that criteria four, I believe It Is, that said 
maximum mortgage 8100 — 

Senator Capebnrfc . Let me nak this questions: How much 
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cooperation did you give the P.H.A. appraiser? 

Mr. Trump, Wfe didn't give them any. 

Senator Capehart. You didn't give them any? 

Mr. Trump. No. W© object to the appraisers. We were 
short changed on that $60,000 a year. You have there recap- 
tured the $60,000* to liquidate in case we get a building. 

Senator Capehart, You mean the P.H.A, appraisers, in 
arriving at the amount of this mortgage, would guarantee the 
mortgage but never consulted with you at all? 

Mr . Trump . No . 

Senator Capehart, They arrived at that* themselves? 

Mr. Trump. Are we talking land? 

Mr. Toafcl. No. Senator Capehart is talking about their 
estimation of the cost of the job, construction cost of the 
job. 

Mr, Trump. No. I will tell you how it works. 

Senator Capehart, For example, somebody arrived, 
finally, that when this building was completed you would get 
a mortgage for — 

Mr, Simon, Sixteen million dollars. 

Senator Capehart, Sixteen million dollars. 

Me, Tosti. That Is right. 

Senator Capehart. Somebody had to sit down and figure 
that all out. Who did it? 

Mr. Trump, They had their cost engineers, but we praotl- 
« 
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cally knew In advance what the mortgage would be, because they 
have, let us say, several hundred 608 jobs come out of the 
office, and we know they get 8100 a unit. Then we get — 

Senator Capehart. My point is, did the P.H.A. appraisers 

"V 

t 

consult you in arriving at this? 

Mr. Trump. No, because we got the maximum — 

Senator Capehart. Did they arrive at it on their own? 

Mr*. Trump. Yes. 

Mr. To stl. S enator, we have in our office approximately 
kO million dollars worth of these commitments at one time or 
another, where the maximum — 

Senator Capehart. Do you handle the mortgages? 

m 

Mr, Tostl, I am an attorney with different builders, not 
with Mr, Trump, but other builders. Every one of these commit** 

i 

ments, if you were to set them side by side, the figures on 
them are approximately the same, within two or three percent, 
for construction costs, and everything else. They were using 
some sort of a thumb rule over there to measure it up, if 
it is 810 units. 

Mr. Judd. Dldn » t they have the plans and specifications 
in detail which were filed with your application? 

Mr. Trump. Yes, 

Mi?. Judd, And analyse those plans and specifications in 
accordance with their coat experience? 

Mr, Trump, Yes. What he means to say, he had a dozen 


I, 
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builders, they get the 8100, we see their plan and not what it 
is. We get the rental plans from people of another project. 

We know their room sizes. Beach Haven is a conventional room 
size, large rooms, so we know if they get $8,100 as a matter 
of fact we will get it on Beach Haven. You takethat for 
grant ed . 

Mr. Judd, Are your Beach Haven rooms larger than the 
average? 

} 

Mr, Trump. Yes. That is : why it is one of the finest pro- 
jects P.H.A. has. 

Mr, Judd. Gan 1 ask you this while the Senator is here* 

How do the land values on the basis of P.H.A. recapture coatB 

« 

in this project compare with land values which you would have 
for independent volume housing units? 

Mr. Trump. I would say on Beach Haven we got less than 
average. We have here — you can divide it very fast -« 
l,86o units. We got about $800 a unit. 

Mr. Tosti. Right, 

Mr. Judd, When you say "we got" — 

Mr. Trump, The Beach Haven project. 

Mr, Judd. That Is the valuation which was used in the 
recapture clause. It is not money you got? 

Mr, Tosti, It is land value we are talking about. 

Mr. Trump. W© didn # t get it. Their capitalization of the 

$60,000 would be capitalized under their regulations at a 
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million and a half. That is about $8,000 a unit for 1,860 
units . 

Mr. Tosti. Eight hundred dollars a unit for 1,800 units. 
Mr. Trump. I would say that is as low as any land value 
because the rule of an appraiser is usually 15 percent of the 
improvement, which would be $1,200 a unit. 

Mr. Tosti. We might say this about that land value that 
you mentioned, that Mr. Trump, prior to this time, had built 
small homes, in 1944, 1943, 1945, on similar land not very 
far removed, — and there our valuations by the V, A., P.H.A. , 
of the same type of land for small homes, ran $2,000 a lot for 
20 by 100. 

Mr, Trump, This was Brooklyn, near the subway, 40 acres 
in Brooklyn, right near the subway. Probably that doesn't 
mean much to you, Senator, it probably means less, I should 
have sal*, but 4o acres, one contiguous parcel in Brooklyn, 
and if X knew this stuff in these newspaper headlines were com- 
ing up, to smear one of the best reputations — I built 2,500 
one and two-family houses In Brooklyn and Queens . 

Senator Capehart, How many? 

Mr, Trump. Twenty-five hundred before 608 cams out, and 

I wish I had never seen a 608, because we would have made the 

> 

same money, and without this smear business here, 

Mr. Toiti. We have room for 500 houses on this plot. 
Senator Capehart. Would you build under 608 if it was 


the law today? 

Mr. Trump. Certainly I would build under 608, I wanted 
to build under 207 , hut I hear you emasculated It. I own Luna 
Park, 28 acres, next to four subway stations. We have that 
land laid out for a 207. I have four or five hundred thousand 
feet In Jackson Heights, laid out for a co-op where we have our 
certificate of eligibility, and an office built last January 
waiting for this housing law to come out for a co-op for 1,100 
apartments, so I have a co-op plan and a 207. 

Now, I feel that 207 will be killed. 

Senator Capehart . Why do you object to cost certification? 


mp 


u h 


co 


tion that says you must certify that you have spent at least 

f the m 
fee . 

Senator Capehart. Under the cost certification plan as 


thousand dollars, you put down a hundred thousand dollars 
you pay him' $50,000, you put down $50,000. 


than the P.H.A. used to determine the 80 percent mortgage, you 


ifferentlati 
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the purpose of the cost certification. 

Senator Capehart. The purpose is that when you get all 
through, on the 80 or 90 percent — 

Mr. Trump. To make sure it is 80 or 90 percent mortgage. 

Senator Capehart . That Is right. If your cost was less, 
you would have to apply the difference and reduce the mortgage. 
What is wrong with that? 

Mr. Tosti. Does this discussion have to go on the record? 

Senator Capehart. I would like It to because we are writ- 
ing up this bill and I want to get it in. 

Mr. Tosti. Let us assume a project that has an estimated 
value of one million dollars, and you come along and say w We 
will give you a mortgage for $800,000." We say "Look, we don't 
mind building it, we will give you a cost certification; any- 
thing under $800,000 that the project costs, including all of 
the physical improvements, off-site, builders 1 fee, and archi- 
tects’ fee, allowables by P.H.A., we will pay back on the mort- 
gage. We will reduce the mortgage by that amount," But we 
don’t want to say that we will pay back 80 percent of the total 
cost of that construction, and pay back the differentiation in 
reduction of that mortgage. In other words, 80 percent of the • 
original million dollars. 

Mr. Trump. Builders build differently. 

Mr, Simon. You are saying you want to end up with at 

least a hundred percent mortgage. 
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Mr. Tost I. We say If we are good and wind up building 
the job for the amount of a mortgage, we don ! t want to put in 
another 20 percent. 

t 

Senator Capehart , Here is what the bill says, or what the 
Senate intended it to say — the Congress meant it to say — 
that we will guarantee on a million dollar project, that costs 
a million dollar®, $ 800 , 000 , 

Mr, Trump. That is right. 

Senator Capehart. Meaning that you have to put $200,000 
of your own money In it. You won't do it under those circum- 
stances? 

Mr. Trump, How do you get that back, at six and a quarter 
percent return? If a fellow had $200,000 wouldn't he be orazy. 
to put $200,000 in it and gome bum — 

Senator Capehart. You will be permitted to include the 
$200,000 in arriving at what the rent should be, 

Mr. Tosti, A six and a half percent return for his 
$200,000? We can go out and buy a taxpayer for $200,000 and 
walk home with a 15 and 18 percent without even bothering to 
build any piece of real estate, 

Mr, Judd, Senator, I haven »t studied the bill, but if it 
Is true that it requires the 20 percent stay in with a limi- 
tation to a six percent return, it is comparable to the limited 
dividend housing corporation laws, wbfch we have had on the 

books in New York State for 45 years. There have been very 
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few limited — 

Senator Capehart . You have no objection to the 20 per- 
cent remaining In or staying in as you call it if you can make 
more than six and a half percent return in rents; is that 
right? 

Mr, Toati. We say If we can build it out at any certifi- 
cation you want, including those figures, and. we build it out 
at any place under the amount of your mortgage, that differen- 
tial we will throw off and reduce the mortgage, but we want to 
be compensated for efficient building. That is what it amounts 
to. 

Senator Capehart, What do you mean compensated for it? 

Mr. Toati, We feel we can build better than anybody else. 
Everybody else doesn't have the same pattern. 

Senator Capehart. Where you confuse me is you continue 
to own this building. You have got to pay back the million 
dollars. It is yours. 

Mr. Tostl, We have to pay back $800,000 because it is 
only $800,000 mortgage. 

Senator Capehart. All right. You have to pay back the 
$800,000 mortgage, and it is your building. It seems to 
me like the less the mortgage the better you would like it. 

Mr„ Toati. That is not true, Senator, Let me point some- 
thing out; It is a misconception that the buildings with small 
mortgages are better buildings to operate. Every one of these 

U 
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F.H.A. buildings, because we expect to get nothing. If we get 
amortization of mortgage out of there we are satisfied, only 
amortization of mortgage; but our conventional buildings throw 
off 12 and 15. 

Senator Capehart, What you are saying, then, if we want 
to use this cost certification system, and this 80 percent 
guaranteed mortgage, we are going to have to permit you to earn 
more than six and a half percent? 

Mr. Trump, I would say this — 

Senator Capehart . In other words, it means the rents are 
going to have to be a little higher; is that what you mean? 

If we did that would you be happy? 

Mr 9 Trump. No. I think it can be better than that. If a 
builder invests in a million dollar Job, 120 families, $200,000 
he is out of business for 15 years. 

Senator Capehart. What do you mean? 

Mr. Trump. Because he has his $200,000 tied up in the 
building. He can't go ahead, if he wanted to build another 
building he would have to have another $200,000. 

Senator Capehart. Do you mean to tell me we have g6t to 
the point in America where private industry won't take any 
chances at all in the building business and the Government has 
to take it all? 

Mr, Judd. They would take chances if they could get a 


return, 
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Mr, Trump, They don 't have the money. We are penny ante 
in the building business. 

Senator Capehart. You are pretty big, aren’t you? 

Mr. Trump. What we do at $8,100 a unit, forget about the 
abuse, what we do at $8,100 a unit, public housing costs 
$ 12 , 000 . 

Senator Capehart. In every Instance private industry 
builds public housing. We are going to get into why public 
housing costs so much money. 

Mr. Trump. To keep the builders in business who don’t 
have unlimited funds, and for a fellow to tie up $200,000 he 
just won't do it. To keep him In business I would suggest a 
cost certification along these lines: Million dollar F.H.A, 

cost, eight hundred thousand dollars mortgage. The builder 
must certify, and F.H.A. check his books, and you will work up 
a formula that he cannot pad, and that that building must cost 
him in money that he has spent $800,000 — at least $800,000, 
exclusive of builders' fee, exclusive — and exclusive of 
anything he didn't pay the architect. In other words, if he 
pays his architects five percent, that is one thing. If he 
pays them five-eighths of one percent, the exact expenditures 
go in there. Then the efficient builders — some builders have 
better credit ratings. Others build faster. Her© is a ten- 
month job. Somebody would take two and a half years. 

Senator Capehart* I presume where I get confused in 


talking to you gentlemen is I have never been in the building 
business, and I seem to get confused because it looks to roe 
like I was under the impression you were interested in building 
these apartment buildings, renting them, and making your money 
on the rent, but it seems as though you are not interested in 
making your money particularly off of the rent. 

Mr. Trump. We are. 

Mr. Tost i , What I was trying to explain was why these 
mortgages, and I think that is important — 


on 


rofit of th 


buildings in 1953? 


Mr. ToRti. On Reach Haven No. 1 


. .. _11 six? 

For Beach Haven No. 1, ending April 30, 195^ 


fcfchMtoMtjL - Ual 



Mr. Simon • What I am trying to get at In reverse fashion 
le, you now have cash# or investments of four million dollars 
In these tlx companies ? 

Mr. Tosti. That Is right. 

Mr, Simon. I want to know how much of that la operating 
profit since the construction of the building and hew am oh of 
it is the mortgage — 

Mr. Tost! . In order to determine that, you have got to 

take the amount of depreciation, deduct fl?om depreciation 

♦ 

the yearly amort izat Ion and then determine It all over because 
what you arc looking for is a net cash Increment and that 
1 can't give you that way, 

Mr. Simon. Tout don't get cash out of depreciation? 

MS' 1 . Tost l. Tea, you certainly do get plenty of ©ash 
out of depreciation, 

Mr, Simon. Except in the sense It saves you Income tax? 
Mr. Judd. Ho, more than that. 

Mr. Toatl, It is money in the bank. A lot of this money 

may be depreciation money. That la cash now. 

Mr. Trump. We operated for three years and let's say 

we took an average of four per cent depreciation or three 

per cent a year m sixteen million dollar* , 

Mr. Test! « We have $480,000 In cash from depreciation 

in the bank, so la order to give you the net, I would have 
bo take — because amortization la not Included as a deduction 


Id figuring profit; and lea®. 

K r . Simms. But your amortisation reduces your depredation? 
Mr. Toatl . That la right. So you take depreciation* 
subtract amortisation from it* and either add or subtract 


over the three years, I ooulds } t 
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had disbursed oat of the corporation, because there have 
been no dividends. 

Senator Capehart . You haven't paid any dividends on 


n dies 
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and 11 months later, September, 1950* we had the projeot 
built and rented. 

Senator Capehart. How long has It been occupied, for four 
or five years? 

Mr. Trump, That la right. 

Senator Capehart. You have bee© paying pretty big taxes, 
haven't you? 

Mr. Trump . One million two real estate tax. Do you have 






M?. Trump. We haven 5 t had to pay anything out at all 


Yes, about one million two hundred thousand 


xes . Wfe did pay Income taxes . S 


of these 


refit in It. It wasn *t a lot of money, but 


Mr. Toatl. No. I am not talking two, three, four hundred 
dollars, I think on one It is running eight or ten thousand 
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Mr. Trump. I think the year before we gave it to them 
Mr • S iraon * You set- out 19^9 here . 

Mr. Trump. .1 don’t remember the dates. 

Mr. Tosfel . 1 believe the gift was completed in 19^9* 

We started to work on It In 1948, before Bill Hyman died. 

Mr. Trump. My attorney died in the meantime. He 

/ 

started two years prior to it and died, 

Mr. Simon < We would like to know the date aa of which 
that valuation occurred and the date as of which F .H.A.'s 
valuation occurred and the difference. 

Senator Capehart . The lateral Revenue Department la 
furnishing us with most of our figures and you can rest aaai 

of one thing, and that is that they are going to take a lool 

> 

at all the figures that we have » 

* 

Mr. Trump. They have checked us. 

Senator Capehart . We have men on our Investigating 
staff from the Internal Revenue Department, ao whatever you 
have we would appreciate, 

Mr. Trump. They are welcome to it. 

Senator Capehart. The facts speak for themselves. 

Mr. Toatl. The question of valuation people argue 
day and night and they will never come to the same oonolusl< 
I have found out. 

Mr. Simon# I don't want to argue that. I wanted to tali 
you would give it to us » 

* t 
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